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Consumer Discretionaries (housing, autos) and 
Financials missed the 2001 downturn when the Fed 
dropped the Fed Funds rate from 6.5% to 1.0%.
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June 2002: We rolled out 
our Housing Cycle 
Barometer™ and called 
Boston, San Diego, Fort 
Lauderdale, San 
Francisco and Miami 
overpriced
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But interest rates kept falling, fueling consumer 
spending and economic growth.
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Government pushed homeownership hard 
by making it easy for Fannie and Freddie to 
grow.
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HOUSING DEMAND: Job losses are occurring in most markets.
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Source: John Burns R.E. Consulting Regional Market Monitor, October 2008 4
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We believe NAR sales data is very wrong. Sales 
have corrected to early 1990s levels.

The NAR and MBA 
report that activity has 
fallen back to early
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Local MSA closing 
data, and Census 
Bureau new home 
data, show that sales 
have fallen back to 
early 1990s levels.

fallen back to early 
2000s levels.
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The number of unsold homes is on the decline

New Resale

• New inventory needs to fall 19% more to get back to historical 
norms.

• Resale inventory needs to fall 42% more to get back to historical 
norms.

600

New Homes for Sale at End of Period 5,000,000

U.S. Total Unsold Resale Inventory
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There are 2 million Excess Homeowners 
and 2 million Excess Vacant Units.
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Despite heavy foreclosures, listings appear 
to be topping out.
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Foreclosures will remain at a high level as 
job losses mount and Option ARMs reset.

Here
today
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Resale Prices are plummeting.  
Case-Shiller may have showed more price appreciation in 2006 
than actually occurred in most suburbs, and is now showing more 
correction.

We surmise that 2006 sales 
had a high mix of homes in 
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the lower-priced areas 
where poor credit 
households live:

• Held down the median 
price

• Pumped up the median 
price appreciation rate

www.realestateconsulting.com

New home price declines vary greatly by 
region.

‐31%

‐33%

‐34%

‐38%

Washington D.C.

Los Angeles, CA

Phoenix, AZ

Riverside‐San Bernardino, CA

New Home Price Decline from Peak
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Source: John Burns Real Estate Consulting independent survey. NSA   October 08
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Affordability: Housing costs/income are 
more relevant, and Current Housing Costs 
are at their long-term average!
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Nationally, communities are selling 1.5 per 
month (4.0 is healthy).

2 3

1.5

SOUTHWEST

National Average

Estimate Sales Per Community, Net Of Cancellations, In Your Market Over The Last Month

Simple Average of Responses
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The publics have dropped Community Counts 
by as much as 32% in the last year, and closed 
shop in 82 MSAs since the peak.
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There are Lots of Elephants in the Room
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Balance and Price Stability Will Occur When:
• 2 million+ excess vacant homes get filled up (better submarkets 

will stabilize first)
• The Months Supply of homes for sale stabilizes at less than 6 

months
• Job Growth exceeds the level of new home construction 

(excluding 2nd home and teardown construction).
• The Monthly Payments are affordable to median income
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The Monthly Payments are affordable to median income 
households.
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JBREC Housing Cycle Timeline

Housing Market

S&P Super
Homebuilding

Index Peak
(July 2005)

New Home
Sales Peak

Resale Home
Sales Peak

(September 2005)

Single-Family
Permit Peak

(September 2005)

Median Resale
Price Peak
(July 2006)

Credit Crisis
(August 2007)

BS, FNM, 
FRE, AIG, 

IDMC

Subprime Blowup
New Century BK

(April 2007)

“Helping Executives Make Informed Home Building Industry Decisions”

Housing Market
Index Peak
(June 2005)

Sales Peak
(July 2005)

Projected
Resale Sales
Improvement

(late 2009)

Projected
Single-Family Permit

Improvement
(late 2009)

Projected
New Home Price

Improvement
(mid 2010)

Projected
Resale Price
Improvement
(early 2011)

IDMC, 
WAMU, etc.
(mid 2008)

Fundamentals 
begin eroding 
(2001 – 2002) 2002 Prices?


